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PSR AT 0IH o X 2R H IR RS 55 Pk 2t B 1 5+ R A8 i B35 1A G, MG R L
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Does Auditors’ Social Capital Affect Auditor Choice and Audit Fee? .
Evidence from the Small and Medium Enterprises Board

LI Mingcai
(School of Economics and Statistics, Guangzhou University, Guangzhou 510006, China)

Abstract; By using the IPO applications for the Small and Medium Enterprises Board (SMEB) during the foundation of SMEB
to 2010 — 12 —31 as a sample, this paper investigates the difference of the demand for the social capital of Stock Issuance Ex-
amination and Ratification Committee ( SIERC) between state-owned enterprises (SOEs) and private firms, and the difference
of audit fee premium. The empirical results demonstrate that, private firms are more likely to engage auditors with social cap-
ital of SIERC, while SOEs have no preference for this kind of social capital. Furthermore, I find that private firms should pay
about 10% audit fee premium for auditors’ social capital, but no significant fee premium for SOEs. This results contribute to
the understanding the specific characteristics of the IPO audit market in China, and provide a basis for the reform of IPO sys-
tem.

Key Words: Stock Issuance Examination and Ratification Committee ; social capital ; nature of property; audit demand; audit

fees; audit fee premium; IPO market; auditor option
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